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The Case for Deflation 


The Government’s “ Economic Survey for 1947” has, 
fortunately, made more of an impression on the public than 
it deserves to. This is not meant to imply that it 1s a poor 
document. On the contrary, within its self-imposed limits, it 
is a skilful piece of work, clear, forceful and candid; an admir- 
able example of the sort of paper that is prepared by the secre- 
tariat of a conference to serve as the point of departure of its 
discussions. But precisely for that reason there are no ideas 
in it that were not already painfully familiar many months 
ago to all who were prepared to listen—though many of the 
abstract notions are now supported by quantitative argu- 
ments. It is something that, by the accident of being pub- 
lished in the middle of the fuel crisis, the Economic Survey 
appears to have caught the ear of many millions of people 
who for the first time are attuned to listen to what it says. 
But if the people are listening, how much more is the pity that 
the Government has no leadership to offer them. __ 

Of policy the document is almost wholly innocent. 
Indeed, there is an amusing attempt in the early paragraphs 
to excuse the absence of any policy by pointing out the 
limitations of planning in a free democracy. The limitations 
are real enough; but death-bed conversions are not very con- 
vincing and for a Socialist Government to talk in this way is 
an act of abdication. They cannot be allowed to abdicate 
—not just now. The structure of the planned economy cannot 
be left just where it is now, half-built, with no roof to keep 
the weather out and no power plant to keep it heated. We 
have, in full measure, all the bad features of planning—the 
endless time-wasting frustration of bureaucracy, the Paul Pry 
interferences, the handicaps on enterprise—without, it is now 
confessed, the consolation of any overall sense of direction. 
The secret of democratic planning is to exert a purposive in- 
fluence over the general atmosphere, the climate, of economic 
activity, while reducing to a minimum detailed interventions in 
specific matters. What we have at the moment is almost the 
exact Opposite, enough detailed controls to kill the civil 
servant, to madden the business-man and to raise the spectre 
of the police state, but an abdication—indeed, a deliberate 
perversity of influence—on the wider plane. If this is the best 
ihe planners can do, they had better beat a full retreat to 
laisser faire. 

But of course it is not the best that they can do. There 
could be a helpful and effective economic policy for this 
country at this moment. Indeed, there must be, for nobody 
in his senses would leave the solution of the problems of the 
next few years simply to daisser faire, however much he 
believed in it as a long-term policy; it would kill long before 
it would cure. Moreover, there is a very special reason at the 
moment for urging the necessity of a policy designed to influ- 
ence the whole economic atmosphere. The Economic Survey 
sets up a number of specific targets to be attained by the end 
of 1947. But if the economic atmosphere remains as it now 
is, clouded and relaxing, almost every one of these targets 
Is likely to prove unattainable. Can any realist believe that 
it is possible, if we go on as we have been going, to raise 
exports to 140 pet cent. of the 1938 level? Or to build 300,000 


new houses? Or to produce 200 million tons of coal—real 
coal, not dirt? Or to raise the labour force by 278,000? Or to 
secure a large increase in output per man-year? If we go 
on as we have been going, very few of these targets will be 
attained. The conclusion is inescapable that we must not go 
on as we have been going. There must be a change in the 
economic atmosphere. 

Various methods of changing the economic climate have 
been suggested here and elsewhere in recent months and need 
not now be repeated. But there is one all-pervasive weapon 
of economic management which ought to be called in aid. 
This is the financial and monetary policy of the Government. 
In war, finance can rightly be relegated to the sidelines. Even 
in peacetime, it is right that finance should be demoted from 
the dominating position it has held in the past. But it cannot 
be wholly ignored without peril. Finance is the grand “ atmo- 
spheric” control. It fills up all the nooks and crannies of 
economic policy. If the high strategy calls for an increase of 
the flow of spending, financial plethora will achieve that 
result in a thousand odd corners of the economy that could 
never be reached by more specific policies. And if the re- 
quirement is less spending, financial stringency can do the 
trick far more completely than any rationing system. If the 
planner has the force of financial policy on his side, then his 
planning is easy, just as it is easy to steer a boat that is being 
borne along by the current of the river on which it is floating. 
But if he struggles against the financial tide, he will hold his 
course only with great effort, if at all. In recent months the 
Government has been trying to administer an economy of 
scarcity against a flowing tide of monetary inflation. It has 
required, and is still requiring, an ever mounting array of 
difficult and vexatious restrictions. But still the tide laps 
round the boat of policy, threatening to swamp it at every 
moment. The mass of purchasing power can be dammed up 
here, but it breaks out there, using up dollars for more tobacco 
than was ever smoked in peace-time, using up coal to generate 
enormous amounts of: electricity, or stripping the whole of 
industry of those stocks of materials and components without 
which efficient production is impossible. 

The Government’s present financial policy is frustrating 
its economic policy. The country is suffering from a bad case 
of suppressed inflation. As the earlier White Paper put it, 
seven billion pounds of purchasing power are pressing on 
six billion pounds of goods. Price controls and rationing 
schemes struggle to contain this purchasing power, but 
the strain is proving unbearable. As with some of the 
Liberty ships of wartime, the stresses have been welded 
into the structure. Yet it is the Government which is both 
creating the inflation and trying to stop it from having its 
normal effect. Credit is being created at present at a rate far 
in excess of any experienced in wartime. Whatever “ ap- 
proach to balance” the Chancellor of the Exchequer may 
claim for the particular extract from the national accounts 
that he calls his Budget, the fact remains that the state is still 
borrowing money faster than ever and that the money is 
being created for the purpose. This is one of the prime causes 
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of the nation’s economic distortions. The song in Mr. Dalton’s 
heart is wind on the national stomach. 

The time has come to take very seriously the need for a 
little deflation. The seven billions and the six billions must 
be brought together and since it is no longer possible to be- 
lieve that an early flood of consumers goods is going to close 
the gap, it must be done by other means. One way to do 
it is to allow the inflation to seek its natural outlet and to 
bring the six up to the seven by rising prices. It is not neces- 
sary to re-emphasise the evils of rising prices; but they do 
at least achieve the result of bringing demand and supply 
into equilibrium. But the best way of achieving balance is to 
turn off the inflation at the source, to bring the seven down 
to the six. A balanced policy of financial sanity would tackle 
the problem from both ends. It would aim to put a stop to 
Government borrowing from the money market, for any 
purpose, as soon as possible. This would mean a surplus on 
the Budget narrowly so-called; and it would also mean putting 
an end to the process of creating credit for the purpose of 
flooding the gilt-edged market and pushing interest rates even 
lower. The other arm of the policy would be to allow the 
money already created to exert its normal effect on the level 
of prices by gradually dismantling the price controls and the 
food subsidies. When by this means the six billions and the 


NOTES OF 


Within the limitations of the Economic White Paper, with 
its lack of adequate constructive planning, and the straitjacket 
of a coal target of 200 million tons, Sir Stafford Cripps’s 
speech in the House of Commons had necessarily to be concerned 
with the negative and restrictive aspects of the coal crisis—ration- 
ing for industry and the domestic consumer, staggering of hours, 
and the seriousness of the gas position. As an exposition of 
present difficulties it was a statement of admirable clarity without 
any of the political frills and furbelows with which Mr. Shinwell 
is prone to decorate his speeches. Given his austerity cloth he 
proceeded to demonstrate his usual mastery of technique in 
tailoring it. But for all his skill he could not conceal the make- 
shift pattern on which it had been cut—the absence of advance 
preparations against the crisis, nor the delay which must now 
take place in working out new plans. Arrangements for altering 
shift hours cannot be created overnight; the domestic ration 
scheme for gas he admitted to be “a desperately difficult job,” 
and the plans for restarting industry cannot have gone further 
within the fortnight than merely to permit it to jerk and jolt into 
motion again. 

One particularly revealing sidelight on the Government’s 
attitude occurred in Sir Stafford’s explanation of long-term policy. 
Hitherto, he said, the Government had taken the line that the 
domestic consumer must be provided for in advance of industry 
and that industry must be the residuary legatee for fuel. Now 
they had to consider whether this attitude should be reversed. 
In the speed of this reversal lies the fate of the nation. 

*x *x *x 


T.U.C. and Coal Board 


After the frankness of Sir Stafford’s admissions it is the more 
disturbing to find Mr. Shinwell still in the saddle and the Trades 
Union Congress giving every sign of pursuing its unfortunate 
pseudo-governmental functions rather than its proper and 
valuable industrial ones. A special committee of twelve has been 
set up to consider the problem of increasing coal output, and it 
is understood that it is to discuss this matter direct with the 
Cabinet Coal Committee. If this is true, the members of the Coal 
Board ought to resign in protest, for if the Board is not itself 
daily considering exactly this problem it has no raison d’étre, and 
if the T.U.C. is to come between the Board and the Government, 
the members of the Coal Board cease to have any authority. To 
what purpose were two prominent Trade Unionists appointed 
as members of the Coal Board, and to what purpose 
were the mines nationalised, if the Government cannot now be 
left to deal with the Board direct? If the T.U.C. would turn their 
efforts to getting their movement to accept a differential wages 
policy, to agree to a moratorium on shorter working hours, to 
abandon prejudices against output incentives, particularly in 
building, it would be far more to the point. 
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seven billions, supply and demand, had been brought into 
balance, fully half the existing controls would be found to 
be unnecessary. 

This avowed deflationary policy would be neither popu- 
lar nor easy. The Trade Unions would, of course, claim to 
be exempt from its effects; they would insist on raising wages 
pari passu with prices. But if a billion pounds are to be 
squeezed out of the money total of the national income, the 
greater part of it must come out of the workers’ incomes; 
there is no other source from which it can come. Nor would 
the workers suffer by any such purely monetary deflation, 
since there would be no reduction in the flow of goods and 
services for them to consume. But that would not prevent 
them from objecting. 


Yet what are the alternatives to such an attempt to return 
to economic reality? They are to go on living an economic 
lie, to go on pretending that the national income is larger 
than it is, to go on feeding out to the public a flow of money 
incomes which they cannot spend, to go on allowing the surfeit 
of money to frustrate the objects of economic control, to 
go on making it far too easy for the worker to earn as much 
money as he is allowed to spend, to go on suffering from 
reduced productivity, to go on failing to attain the targets 
of economic policy. 


THE WEEK 


Palestine Recriminations 


Mr. Bevin’s rebuke to American statesmen, made during the 
Palestine debate this week, was fully justified and no blunter 
than fairness required. They bear some of the responsibility for 
inflating the original Jewish appeal for a national home into 
the Zionist insistence on a Jewish State. They have turned a 
blind eye to the part played by American money, transport and 
military organisation in the movement of Jews across Europe 
into the illegal immigrant ships. Their policy towards the Arabs 
has often shown a curious mingling of irresponsibility and 
patronage, suggesting that the long-term strategic and economic 
interests of the United States in the Middle East count for little 
when Zionist lobbying is in full swing. Mr. Bevin’s complaint— 
“In international affairs I cannot settle things if my problem 
is made the subject of local elections ’—recalled the impossible 
situation that arose last autumn when Mr. Truman’s representa- 
tives were working with British civil servants at a compromise 
solution, while Mr. Truman himself was being quite uncompro- 
mising about the admission of immigrants. 

It is one of the few redeeming features of Mr. Bevin’'s 
decision to submit no specific plan for Palestine to Uno that 
the American delegation will have to consider very seriously 
whether it can take an outright pro-Jewish line without getting 
embarrassing Soviet support; whether it can think of any effective 
answer to the Arab case that there is plenty of room in the 
United States for some at least of the few hundred thousand 
Jews who want to leave Europe. This is a case in which public 
diplomacy—in place of confidential nagging—will be in the 
British interest. 

x x * 


a 


Power to Whom ? 


Lord Pethick-Lawrence made it clear in the House of Lords 
on Wednesday that responsible authorities in India did not be- 
lieve that British rule could be efficiently maintained after 1948. 
This severely practical argument for fixing a date for the transfer 
of power came rather too late in the argument to be challenged 
by the Opposition. They had argued that no transfer should 
be undertaken until agreement had been reached between the 
Indian parties or a constitution had been framed. It is just 
because no agreement was in sight that the Government has 
taken the decision to hand over by June, 1948, whether there 
is Indian internal agreement or not. To make the transfer con- 
ditional on Indian internal agreement would be, as far as one 
can see from the experience of the last few years, to postpone 
it to the Greek Kalends—a postponement which all enemies of 
Britain, both in India and elsewhere, have accused this country 
of plotting, and which would risk involving the British people 
in vast military commitments for an indefinite period ahead. 

It is clear from some of the speeches made in the House 
of Lords debate that there are many Conservatives who would 
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be unwilling to see a transfer of power even if there were a single 
national authority in India ready to receive it. But there can 
be no turning back now; for better or worse, too much power 
has been given away already—and much of it long before the 
Labour Government took office—for Britain to retain anything 
but a temporary caretaker authority in India. Power must there- 
fore be finally transferred—but to whom? If Congress can come 
to terms with the Moslem League, it will be to a single Govern- 
ment of India; if not, it will be to two or more states. The 
British Government prefers and hopes for the former alternative, 
but if it is not forthcoming, the problems of transfer to a divided 
India will have to be faced. The danger of civil war remains. 
bui it is there in any case. 
* * x 


Moscow and the Far East 


The Chinese Government has notified its claim to be re- 
presented in any discussions at the Moscow Foreign Ministers’ 
Conference on subjects other than Germany and Austria. News 
of this move has been almost immediately followed by an 
announcement in Washington that the Soviet Union has agreed 
to American trusteeship of the former Japanese Mandated 
Islands. 

There may not, at first sight, appear to be any connection 
between these two news items, but it has to be remembered that 
China’s whole outlook on international affairs is now coloured 
by the memory of the injurious and humiliating Yalta secret 
treaty on Manchuria. After that recent experience it is quite 
natural that any gathering of the Big Three—not improved in 
Chinese eyes by the addition of France—causes Chinese official 
circles to expect some fresh trading in Chinese sovereign rights 
by the Western Powers, and a Chinese diplomat will be anxious 
to know whether Russia has obtained any secret quid pro quo 
in the Far East for acquiescence in American designs on the 
Japanese islands. 

So far there is no certain indication of Russian motive in this 
move on the eve of the Moscow Conference, but it is unlikely 
that any overt deal on Far Eastern issues is involved at this 
stage. The fact that Britain, and even more Australia, have 
been unwilling to agree to disposal of the Japanese islands in 
advance of a Far Eastern peace conference means that Russia, 
so often confronted by an Anglo-American bloc, can, in this 
case, Manceuvre as a third party with the United States and 
British Commonwealth at variance—an opportunity not to be 
missed, 

x * *x 


French Price Cuts 


M. Ramadier has this week put into effect the second of 
the two five per cent. price cuts which had been promised with 
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the launching of M. Blum’s “ psychological attack” on the 


problem of the franc. The move has been made in a certain 
mood of desperation. The response to the first cut has not been 
all that might be desired. The goods have not come out of 
hoards—and that was the primary objective of the “ psychological 
shock.” The new cut is not to apply to wheat and certain metal 
and chemical products; it will take effect over the whole sector 
of other controlled prices even though, according to M. Ramadier, 
the new selling prices may be brought below the level at which 
the goods were bought by the retailer. The main enemy of the 
experiment is still the French farmer, whose distrust of his 
currency makes him loth to send his produce to market—or 
at least to the controlled market. The psychological experiment 
may have to go much further. If it is to succeed it may have 
to involve considerable strengthening of the whole apparatus 
of sanctions against hoarding. Meanwhile, the basic cause of 
inflation, the financing of the budget deficit, operates with un- 
diminished vigour, while such symptoms of inflation as the 
black market prices for gold coins and foreign currencies have 
again shown unmistakable signs of deterioration. 


* * * 


The Civil Estimates 


It is still not possible to obtain a clear picture of civil 
expenditure from the annual Vote on Account, which was 
published last week. The estimates for 1947-48 again include 
as civil expenditure the whole of the estimates for Class X, part 
of which—such as the largest part of the Ministry of Supply’s 
vote—is defence expenditure and part—such as the Control Office 
for Germany and Austria, Advances to Allies, and so on—is 
surely terminal expenditure on the war. 

Thus the drop in the,estimates’ total, from £2,395 millions in 
1946-47 to £1,971 millions in the coming financial year, is largely 
illusory. Of the purely civil expenditure, the increases in the 
estimates for the Ministry of Education, the Ministry of Health 
and the Ministry of National Insurance are only to be expected, 
since 1948 is the appointed year for most of the social reforms. 
More ominous is the rise in the estimate for the Ministry of Food 
from £298 millions to £333 millions in the coming year—the 
largest single estimate. Most of this sum is accounted for by those 
food subsidies which fall on the Ministry of Food’s vote, and 
the rise shows how expensive the stabilisation of the cost of living 
is becoming. 

It is perhaps worth noting that in 1936-37 the total for the 
civil estimates, excluding the Revenue Departments and the 
B.B.C., was £395 millions. A comparable figure for 1947-48— 
that is, excluding all war and semi-war expenditure, but including 
the Ministry of Food’s vote—is £1,449 millions. 


THE BUSINESS WORLD 


Fits and Starts 


Reports from those areas which have “switched on” this 
week already show that the restarting of industry is going to 
bea very ragged affair in the next few weeks. A smooth building 
up of industrial production depends first, on the restoration of 
electric power. It might have been assumed that the mere switch 
on could be achieved without any additional dislocation, but the 
misunderstanding between the Cotton Board, the Master 
Spinners’ Association and the electricity supply undertakings in 
starting up certain electrically driven spinning mills in the Bolton 
area this week, shows that even this assumption cannot be taken 
for granted. The second need is for a regular and assured 
supply of coal, even if the truncated allocations under the Cripps 
plan cannot be achieved right away. It is quite clear that many 
textile firms in the North and engineering manufacturers in the 
Midlands will not. in fact, be able to start until dependable coal 
supplies are forthcoming. Lastly, unless fuel and power supplies 
are available for individual firms to ensure an even flow of 
materials and components at all stages of production (the idea 
which presumably lies behind the partial restart in Lancashire 
this week) the “ planned” resumption of production for whole 
industries in one stage only can only prolong the confusion and 
mpede the restoration of balanced output. 

The reluctance to give due weight to the desperate coal 
shortage which now faces industry is no less remarkable. This 
's bound to add to the accumulating problems of dislocation 
which have resulted from the past three weeks crisis. The switch- 
on in the North-West next Monday—the fate of London and the 
South-East is still undecided—will not assist those mills which 
are dependent on coal. The same point is involved in the long- 





term schemes for putting one-third of industry on staggered 
shifts in order to spread the industrial power load. So long 
as the shortage of generating capacity persists, the night shift 
ought to be freely accepted as a necessary burden, but it will 
not greatly help firms which are mainly dependent on coal. 
There may eventually be full co-operation in principle from 
the Joint Consultative Committee in the policy of staggered 
hours and periodical week-end working, though this week’s dis- 
cussions were disappointingly tentative. But staggered hours 
will not be readily accepted by female labour. And even if 
welfare difficulties are overcome, the cost to “ staggered ” indus- 
tries will have to be carefully worked out in terms of increased 
overtime payments, higher coal consumption and loss of factory 
efficiency. These may be necessary evils, but they underline the 
need for solving the fuel problem in terms of increased coal 
production rather than restricted, consumption 
* * * 


The Dollar Drain 


The White Paper’s reference to the dollar problem, informa- 
tion given in Parliament this week about changes in sterling 
balances and an announcement from Washington that a further 
$100 million has been drawn on the American loan, combine to 
shed further light on the crucial balance of payments position. 
Sterling balances during 1946 rose by £69 million. Balances held 
by sterling area countries fell by £51 million, but within this 
group there were decreases of £149 million and increases of £98 
million. | Non-sterling area countries increased their sterling 
balances by £120 million, the balance of increases totalling £201 
million and decreases of £81 million. The adverse balance of 
Since 


payments for 1946 is estimated to have been £450 million. 
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drafts on dollar credits up to the end of the year totalled £280 
million, this left about £170 million as the non-dollar area deficit. 
The sterling balances position deteriorated by about £70 million 
over the year, so that some £100 million of the deficit has to be 
accounted for by other capital transactions. The latter would 
include sales of securities (including the transfer of South African 
securities to South African ownership). Another item available 
for covering the deficit would be the import of South African 
gold which was considerably larger in 1946 than in previous years. 

The estimates for 1947 suggest a more rapid drain on dollar 
resources than occurred last year. The White Paper points out 
that 42 per cent. of British imports are being drawn from the 
dollar area, while only 14 per cent. of British exports are sald to 
it. Applying these percentages to the estimated imports of £1,450 
million and exports of £1,200 million for 1947 suggests an adverse 
balance of £440 million in British trade with the dollar area 
in prospect for the year. In addition, part of the Government’s 
overseas expenditure of £175 million will be dollar expen- 
diture, but against this can be offset the dollar part of the net 
invisible income of £75 million. On balance it would be reason- 
able to anticipate a further net draft of the order of £450 million 
on British dollar resources this year That would represent a 
little more than two years’ expectation of life for the £955 million 
which remained of the United States and Canadian credits at the 
beginning of 1947. The rate of exhaustion may be considerably 
increased by the cost of restoring full convertibility of current 
sterling in July. Last year the countries which increased their 
sterling balances did so to the tune of £299 million (£98 million 
in the sterling area and £201 million outside it). This is the 
maximum of what convertibility might have cost Britain last year 
in terms of dollars. On the other hand, continued exports of 
South African gold will come to the rescue. Taking a rough 
guess, the exhaustion of dollar credits would, on present indica- 
tions, be likely to occur somewhere in the first half of 1949. 


x * * 


Getting the Coal 


“We cannot afford to set a lower production target for 1947 
than 200 million tons of coal, deep-mined and opencast.” The 
Economic Survey for 1947, in setting forth this target, emphasises 
that the 1947 industrial problem is fundamentally a problem of 
coal; that the production of 200 million tons would be barely 
enough for current use and stocks; and that even this increase 
of 11 million tons over the amount produced in 1946 will be 
difficult to secure after the present dislocation of production 
and transport. 

What are the chances of reaching this “ indispensable 
minimum”? The White Paper budgets for an increase in the 
coal mining labour force of 35,000, raising it from the present 
figure of 695,000 to 730,000 by the end of this year. But if 
the increased output of coal is to be won in good time to avert 
the worst dangers of next winter, there remain seven months 
in which to get it, and of these March and April are deficit 
months. Five months is too short a time in which to increase 
coal output by 10 million tons, particularly since the first of 
those five months will see the introduction of the five-day week 
in mining. The contribution which foreign labour can make— 
now that the principle of employing it has been belatedly con- 
ceded by the unions—can only be small in the early months 
of their employment. The purchase of coal-cutting and 
loading machinery from the United States (on which £646,000 
was expended last year, compared with £12 million for dried 
eggs in six months) might be accelerated if manufacturers can 
accept new orders. The concentration of production on the more 
efficient pits, though it would entail discomfort and disturbance 
to mineworkers, might be worth while in increased output—it 
is too often forgotten that costs per ton vary from 24s 4d in 
Leicestershire to 5is 2d per ton in South Wales. And the 
figure of recruitment itself may be optimistic, for it postulates a 
gross intake of 110,000 for the industry, to offset wastage and 
to provide the required 35,000 increase. 

The target for deep-mined coal of approximately 190 million 
tons clearly suggests that the output per man will increase this 
year from 259 tons to about 267 tons (assuming that employment 
in the industry increases steadily during the year). That would 
not be an impossible target, for it implies a further increase 
this year in output per head of 3 per cent. Whether, however, 
that increase can be repeated when the number of shifts worked 
per week is reduced in May is more doubtful. Much may 
depend upon incentives—the miners have this week argued 
firmly for special treatment in wages, rations and conditions. If 
the community is to get the bare minimum of coal that it needs, 
it will have to pay the price. But that price threatens grave 
danger for the top-heavy structure of British industrial costs. 
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Export Drive Implications tani 

The export target for 1947 given in the Economic Survey 
is not as clear as it should be. The White Paper states that 
exports should reach 140 per cent. of the 1938 volume by the 
end of 1947. But to give a height which the end of a curve 
must attain is not to. describe its shape—and it is the shape that 
will determine the total volume of exports for this year. The 
balance of payments is not concerned with rates or percentages 
at a point of time but with total annual quantities. Clearly, 
what is important is not that the United Kingdom’s exports 
reach 140 per cent. of the 1938 volume by the end of. the year, 
but that total exports for the year should exceed those of 1938 
by the greatest possible margin. 

Apart from the method of setting the target, it is doubtful 
if it can in fact be realised. It'is ‘extremely unlikely that 
exports of textiles, pottery, clothing and footwear, paper, leather 
manufactures and oils, fats and resins can be increased over 
their 1946 level, while it is certain that shipments of coal, iron, 
steel and timber manufactures will be scarcely maintained—they 
are far more likely to be reduced. This means that the brunt of 
the new export drive must be shouldered by machinery, vehicles, 
chemicals, electrical goods, non-ferrous manufactures, cutlery 
and hardware, rubber manufactures and rayon yarns. If the 
overall target is to be reached by December, 1947, these industries 
which are capable of expansion will have to increase their exports 
by 80-100 per cent. above the volume they achieved in 1946. 

This is indeed a formidable task. It is. precisely these in- 
dustries which through expanding their production, and increasing 
their overseas shipments during the past year enabled the total 
volume of exports in 1946 to equal that of 1938—the October- 
December quarter actually attained 111 per cent. of the 1938 
volume. To expect a further large expansion on their part 
is to take an optimistic view of the overseas demand for their 
products. In any event, their own production is dependent on 
coal, iron and steel, non-ferrous metals and other basic materials, 
none of which are in abundant supply. The discussions between 
Government and industry on the attainment of this year’s target 
will not be easy. 


* * * 


Railway Capacity and Charges 


Apart from a general warning that arrears of railway main- 
tenance must be made good as soon as possible, lest increased 
production of coal and steel should be held up for lack of 
transport, the Economic Survey for 1947 gives sparse considera- 
tion to the present state of the railway system. The projected 
distribution of resources for 1947 shows that only 13 per cent. 
net of the National Income will be applied to capital and main- 
tenance, and of this slice, barely one-seventh will be devoted to 
new plant for railways, road haulage, shipping and civil aviation 
lumped together. Physical shortages of timber and steel will 
mean reductions in speed, and a corresponding reduction in the 
effective use of railway tracks and equipment. aed 

If the budgeted increase in coal production is achieved, 
the strain on transport this summer may be insupportable. No 
allowance is made in the White Paper for any increase in man- 
power for transport—which may be reasonable for transport as 
a whole, but not if it conceals a falling trend in railway man- 
power. Clearly, the condition of the railways will deteriorate 
further this year, as the chairman of the L.M.S. has admitted. 
But the 1947 plan appears to underestimate the deficiencies of 
the transport system and to make insufficient preparation to 
meet them. A lack of realism is also suggested by the Minister of 
Transport’s action in waiting until the end of March before 
deciding whether to increase railway charges. The Consultative 
Committee which sat last autumn recommended on November 
16th further increases in charges over the pre-war level of 35 
per cent. for passenger traffic (the surcharge was raised from 
16} per cent. to 334 per cent. last July), 30 per cent. for goods 
traffic (raised last July from 163 per cent. to 25 per cent.), and 
to keep season and workmen’s tickets at the present surcharge 0! 
25 per cent. 

Mr. Barnes has declared that if the trends of receipts and 
expenditure “are then unfavourable” charges will have to be 
increased without delay. It is difficult to see how they can be 
otherwise; the Consultative Committee’s estimates assumed that 
“things on the whole will go moderately satisfactorily,” and 
postulated (on the railways’ own estimates) that prices and wages 
would remain constant in 1947. It would be remarkable if the 
fuel and power crisis leaves much of this basis of estimation intact. 
When Mr. Barnes addresses himself to the problem in a month's 
time, some of the dust will have settled—but the damage will be 
the more apparent. 
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